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Abstract
This paper is based on a presentation at the international workshop “Forests and
Forestry in Central and Eastern European Countries ― The Transition Process and
Challenges Ahead” held on 12–13 September 2001 in Debe, Poland. The workshop
was organized by the Ministry of Environment, Poland; the Ministerial Conference on
the Protection of Forests in Europe, Liaison Unit Vienna; the United Nations Economic
Commission for Europe; and the Food and Agricultural Organization of the United
Nations.
This paper presents a conceptual framework for sustainable development in the
transition countries and the challenges ahead in achieving sustainable forestry in the
transition countries.
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1Future Challenges to Ensure
Sustinable Forest Management
Sten Nilsson
“Most established economic theory aims to explain marginal and incremental
changes which is misleading on the context of sweeping and radical changes in
entire systems. Moreover, conventional theory assumes the existence of underlying
formal and informal institutional arrangements that are radically different from
those prevailing in this region. But the failures and disappointments of initial
efforts at transformation in parts of the post-communist world and the varied and
ongoing problems in even the most successful cases have led most thoughtful
reformers and analysts to back away from single-track assumptions. There is now
much greater recognition that different paths of transformation and different
destinations are likely to be generated by different histories (before and after the
communist era); the different ways in which communism collapsed, and
contrasting geography, social structure, ethnic composition, and cultural values”
(Nelson et al., 1997:1–2).
1. INTRODUCTION
In order to discuss “Future Challenges to Ensure Sustainable Forest Management” I
think it is important to outline my view and interpretation of sustainability and
sustainable forest management.
At the 1992 United Nations Conference on Environment and Development, a number of
forest principles were stated, one of which was: “The subject of forests is related to the
entire range of environmental and development issues and opportunities, including the
right to socioeconomic development on a sustainable basis”. Nilsson (1991), Seip
(1996), Duinker et al. (1998) and Nilsson and Gluck (2001) discuss different concepts
of sustainability. The concept that is most in line with the United Nations principle
mentioned above is: “increased human welfare and aggregated benefits from the
forests”. This also corresponds with FAO’s Strategic Plan for Forestry (FAO, 1997):
“to enhance human well being through the sustainable management of the world’s trees
and forests”.
This means that I regard the overall objective with sustainable forest management is to
increase the human welfare with production of wood, securing biodiversity, sequester
greenhouse gases, etc., as a means to reach the overall objective.
2The sustainability concept is going, and will continue to go, through an evolving
process over time due to changing societal values, changing socioeconomic conditions,
changing political realities, etc.
In order to achieve sustainable forest management with the goal of improving human
welfare, we have to address all aspects of human welfare across temporal and spatial
scales that we can manage through our use of forests. This can be illustrated by a
simplified matrix in which a set of indicators is used to evaluate the achievement of
goals for a specific set of values for a specific geography (management unit, region,
country) and time (short- to long-term) (Figure 1).
In this concept, the evaluation of sustainability considers the impact of management
activities equally across human welfare aspects. These criteria are not only considered
locally for current time scales but also “nested” across management scales
(international, regional, local) and temporal (annual, mid- and long-term). Thus, we
must operate with a three-dimension approach in which there is strong interaction and
trade-off between the different spatial levels and the different aspects of sustainable
forest management, all of which are influenced by time.
Our conclusion from the simplified Figure 1 is obvious: sustainability cannot be
achieved by working with one or a few segments of the matrix. It is also obvious that
fulfilling all aspects of sustainability, at all spatial levels and at all times, is a difficult
task and is the platform for conflicts among stakeholders in forestry (Nilsson and Gluck,
2001).
Figure 1: Three Dimensions of Thinking about Sustainability.
Source: Nilsson and Gluck (2001).
socialeconomic envir onment al
int er nat ional
r egional
local
spat ial
aspect s
t empor al
Aspect s t hat  must  
consider ed in or der  
addr ess human 
Aspect s t hat  must  be
consider ed in or der  t o
addr ess human welf ar e
Par allel spat ial
scales t hat
cor r espond t o
administ r at ive
and ecological
hier ar chies
The long view r equir ed 
consider  t he 
pr ocesses t hat  
sust ainabilit
The long view r equir ed t o
consider  t he evolving
pr ocesses t hat  af f ect
sust ainabilit y
3While the goals for forestry can be generalized into a reasonably common concept of
sustainable forest management, as has been done on the international level in recent
years, the physical characteristics of the forests as well as the driving forces underlying
the current forest situation are diverse. This implies the necessity to use a variety of
tools to progress towards sustainable forest management. It is also important to stress
that forestry is only one sector of society, while the need for sustainability encompasses
all aspects of our societies. There are many strong links between forestry and several
other sectors; links that often have a direct impact on the management of forests.
Criteria and indicator processes as well as certification have been seen as major tools to
reach sustainable forest management. However, reliance on these tools is likely to be
insufficiently successful. There are strong indications that other means must be also
utilized ― and particularly so when balancing conflicts between different goals, both
within forestry and between forestry and society as a whole. Today, such mechanisms
are largely missing, which decreases the value of the concept of sustainability. Peck
and Descargues (1995) and Solberg and Rykowski (2000) discuss that in many
countries the forest sectors are small compared to the total economy of the countries but
the importance of the sector is high from regional development and environmental
points of view. Thus, policies implemented in other sectors are very important for the
forest sector. The authors state that policies related to land-use, energy, environment,
trade, transport, regional development, and the general economy heavily influence the
functioning and potential of the forest sector. Few countries, if any, have yet managed
to link forest policies with policies in other sectors of the economy to fulfill overall
sustainability objectives of the society. It is of special importance to integrate forest
policy development with the policies and strategies for rural development. This is an
important issue for the future political agenda (Presidency of the European Community,
2001; Nilsson, 2001).
2. FRAMEWORK OF THE SUSTAINABILITY CONCEPT
Common opinions exist that criteria and indicators and certification will solve the
sustainability problems in forestry. But, as stated above, this is not the case as a number
of additional tools are required. In the following paragraphs I will discuss my idea on a
framework of the sustainability concept in forestry, which is outlined in Figure 2.
4Figure 2: Framework of the Sustainability Concept. Modified from Nilsson (2001).
3. POLICY FRAMEWORK
Solberg and Rykowski (2000) recently made a literature review of forest policies in the
ECA region and in some OECD countries and conclude: “A long range of studies is
found of various forest policy instruments, but nearly all of the studies only describe the
instruments. Very few studies exist which analyze the effectiveness and costs and
benefits of various instruments. Even less studies exist which evaluate alternative
policy instruments”.
In recent years, the FAO European Forestry Commission (UN, 2001) reports a lot of
promising developments in the European forest policy frameworks (including the
countries in transition). Examples of these developments are statements or
modifications of broad policy objectives, national debates on forest policy issues,
national forest programs, etc. There is a wide difference between countries in their
approaches to the policy framework and methods of formulating forest policies, even
when the content of the policies themselves is broadly similar (UN, 2001).
POLICY ISSUES
FACING THE
SECTOR
POLICY FRAMEWORK
FOR THE SECTOR
FOREST
LEGISLATION
INDICATORSCRITERIA
CERTIFICATION SCHEME
INSTITUTIONAL FRAMEWORK
5According to my view the policy framework should consist, in one way or the other, of
the following components: Overall Societal Goals for the Forest Sector, Overall Forest
Policies, Detailed Sector Goals for Sustainable Forestry, and Regional Detailed Goals.
In the Appendix, I have used Sweden (National Board of Forestry, 2000) as an example
to illustrate these components.
Bluntly expressed, the policy framework is the process where we formulate what the
society wants from the forest sector and forestry in the future (Apsey et al., 2000;
Nilsson and Gluck, 2001). Within the sustainability concept, I think the policy
framework is one of the most important components. It is in this component that
society should have an intense debate on setting conflicting and balancing goals.
Balancing of goals is required both within the forest sector and between forestry and
society. To a large extent, this balancing act is missing today. There is a need to work
with an objective oriented approach taking all of the relevant development trends into
account within the policy framework.
In spite of positive reports (UN, 2001) on the progress of development of the policy
frameworks in Europe, there are difficulties in identifying how many of these changes
are implemented in reality and how much is a mere paper product. This requires
detailed in-depth studies. There are also concerns on how consistent the different
components of the policy framework are in reality and how holistic and participatory
are the used approaches.
4. FOREST LEGISLATION
Forest legislation is a tool that tries to move development towards the goals set in the
policy framework. Thus, there should be a strong link between the policy framework
and forest legislation. In most countries, forest legislation is not sufficient in order to
reach the objectives of the policy framework. To reach these objectives, forest political
measures and voluntary actions by the forest owners beyond forest legislation are
required.
5. CRITERIA AND INDICATORS
Over 150 countries are currently involved in one or more international process that aims
at the development and implementation of criteria and indicators for sustainable forest
management (Palmberg-Lerche et al., 2001). The ultimate goal with this system is to
promote improved forest management practices over time taking into consideration the
social, economic, environmental, cultural, and spiritual needs of the full range of
stakeholders in forestry.
The transparency concerning the actual state and trends of forestry that follows from
open dissemination of the indicators is, in itself, a vital tool and has resulted in
improved international forest reporting (Duinker, 2000).
6As an entity, the focus on “criteria and indicators” may be quite misleading. Criteria are
a set of core values, while indicators are a set of core data. These are two very different
concepts and I think it is important to see them as such.
In spite of the positive experiences of criteria and indicators, there are a number of
limitations to consider:
• The strict hierarchy of the system link individual indicators strongly with one
single specific criterion.
• This may be misleading; a single indicator may constitute valid input also when
applying other criteria.
• A major difficulty is that the quantitative indicators are not reasonably well
defined, which causes confusion.
• Also, in many cases the qualitative indicators are so vaguely defined that they
lose their meaning.
• Currently, there is an imbalance in the number and strength among economic,
social, and ecological indicators.
• It is not demonstrated how and how much the current indicators contribute to
sustainable management.
• There are substantial conflicts and contradictions among the current set of
individual indicators (see Figure 3 with examples from Canada, Nilsson (2000a)
and Nilsson and Gluck (2001)).
Duinker (2000) supports this in the form of technical problems and pitfalls with criteria
and indicators and that they are all indicative of a lack of discipline in: “(a) identifying
and naming indicators, (b) classifying indicators, (c) evaluating indicator quality, and
(d) applying indicators in the sense of generating useful data”.
However, the major concerns deal with the linkage between the “criteria and indicator
system”, the policy framework, and the sustainability concept. To focus solely on
criteria and indicators is not likely to be productive from a sustainability point of view.
In executing sustainable forest management, it is necessary to use all relevant values
and data and not only core sets. Therefore, there is a strong need to harmonize the
current sets of national criteria and indicators with the national policy framework
issues.
In the future, it may be relevant to distinguish between three levels of indicators. The
first is the international level, where the internationally agreed indicators are reported in
a common format. The second is the national level. A third level, needed in the future,
are indicators for regional or local conditions (Nilsson, 2000a). The two latter sets have
to be linked with the issues of the national policy frameworks.
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a CCFM indicator 1.1.4; b From Ontario forest management planning manual; c CCFM indicator 1.1.3; d CCFM
indicator 2.3.1; e From Ontario forest management planning manual — in particular those species requiring larger
tracts of homogeneous habitat may be adversely affected by smaller harvest areas distributed over larger areas; f
CCFM element 1.1; g CCFM indicator 1.2.1; h CCFM element 4.2; i CCFM indicator 5.1.2; j From Ontario forest
resource assessment; k Duinker (2000); l CCFM indicator 4.4.1; m CCFM element 5.3; n CCFM indicator 5.1.5.
Figure 3: Trade-offs Between Sustainability Indicators. Examples from Canada.
Source: Nilsson and Gluck (2001).
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86. CERTIFICATION
The original purposes of market-oriented certification are: (1) to improve the quality of
forest management, and (2) to provide market advantage or improved access for
products from sustainably managed sources (Bass and Simula, 1999). Certification of
forest management is defined as an established and recognized verification procedure
that results in a certificate on the quality of forest management in relation to a set of
predetermined criteria based on an independent (third-party) assessment. Verification
takes place through an audit. In assessing forest management quality, it is established
whether the performance requirements, expressed as criteria and indicators (standards),
are complied with in a defined forest area. The criteria are generally associated with
sustainable forest management and may often consider various sets of internationally
agreed criteria and indicators (Bass and Simula, 1999).
Most of the developments in forest certification have focused on market-oriented
schemes. Despite the attention certification is receiving and the substantial promotion
given to it, certification is still in its infancy. Many certification systems are under
development but only a small number are operational. Schopfhauser (2001) estimates
that there are some 70 systems in operation or being developed currently worldwide but
only some 90 million ha is certified (Bourke, 2001).
Thus, there are reasons to see certification and the criteria and indicators system as
complementary efforts with largely the same final aim― to promote the sustainability
of forest management. However, their functions are markedly different. As illustrated
earlier, criteria stands for core values, while up-to-date dissemination of results on
indicators supply the status on core data. A certification standard constitutes an
agreement between consumers and producers of forest products and/or services. I
therefore see certification as a pure market instrument.
Contrary to many statements, the certification process in reality is not driven by demand
from concerned consumers. It continues to be pushed, and in some cases forced, by
environmental groups, retailers, city and regional councils, and forest owners who see
the need to be able to prove their management in order to ensure access to some markets
and/or get a market advantage over other suppliers.
The key to operate a certification system is the credibility of the system among the
consumers. But to attain credibility in a market place is difficult. A minimum
requirement is the broad involvement and acceptance of a standard by a wide group of
stakeholders. Process-driven by governments or other single stakeholders may fail in
this respect. Another key to credibility is transparency. With a strong market
connection, there are obvious risks that any system may be reduced to a public relations
tool only.
There are still many issues to be resolved with respect to certification. Bourke (2001)
has identified some of these:
• What is the market for certified products?
• How will certification contribute to improving forest management where
mismanagement is greatest?
9• Will certification, intentionally or unintentionally, act as a non-tariff barrier to
trade and discriminate against those unable or unwilling to become certified?
• How should wood from plantations and wood from areas being converted to
other land uses be considered?
It is also important to point out that a large portion of forest products are used for auto
consumption, and never reach any market. About half of the world’s harvest is used for
energy purposes and certification will have a limited impact on these volumes (von
Mirbach, 1997). Therefore, the global impact of certification is limited.
A number of limitations with certification have been outlined by von Mirbach (1997).
These are: (1) certification does not provide an effective mechanism for internalizing
social and environmental costs, (2) certification will not change bad land use decisions,
and will not correct policy failures, (3) certification tends to discriminate against small
producers, (4) certification is not efficient in addressing broad-scale issues, and (5)
certification does not address many of the underlying causes of forest degradation and
deforestation.
Recently, the environmental non-governmental organizations (ENGOs) have started to
question the certification and address what they regard as a series of ecological, social
and economic myths used by supporters of forest certification (e.g., Barry, 2001; Freris
and Laschefski, 2001). This development is not surprising. The ENGOs expected
certification to be an important tool to protect forests but they now see the nature of the
beast and that it is developing to what it was designed for, namely a market tool.
I think it is important to point out that most of the disputes over forest management are
based on fundamental disagreements about values and there are limited possibilities that
certification will solve these disputes.
My major concern about current certification is the same as for criteria and indicators,
namely the missing link with the goals of the policy framework discussed above.
Certification systems without such links are likely to be a contaminating factor, since
they may undermine the credibility of certification as such.
7. INSTITUTIONAL FRAMEWORK
There seems to be consensus that the institutional framework constitutes a major
bottleneck for the sustainable development of the forest sector in many countries
(Ljungman, 1998; Carlsson et al., 2000; Nilsson, 2000b). Reforms are therefore
required in the forest administration and in the institutional framework. Ljungman
(1998) claims that the main obstacle is the presence of powerful stakeholders with an
interest in the status quo.
Institutions or the institutional framework should be understood as “the rules of the
game” in a society, not as organizational entities (North, 1990; Crawford and Ostrom,
1995). Thus, an institutional framework consists of those formal and informal rules that
are de facto used by a set of actors. Institutions can be defined “as the legal,
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administrative and customary arrangements for repeated human interactions, … the
prevailing institutional framework in a society consists of formal and informal rules”
(Pejovich, 1998). This implies that the institutional framework of a society is composed
of a large number of institutions. The aspects of the institutional framework are
coordination between organizations, legislation, property rights, tenure policies, revenue
policies, land-use policies, transparency, reliable information and data, etc. Stiglitz
(1999) states: “economic development and transition to something new is more a matter
of institutional transformation than economic management”. IIASA has carried out
tremendous efforts in analyzing the institutional framework in Russia.1 The lesson
learned from these activities and from analysis of the Canadian situation (Apsey et al.,
2000) is that there are limited possibilities to achieve sustainability without substantial
changes in the existing institutional frameworks and the design of the institutional
framework must be in harmony with the rest of the sustainability concept illustrated in
Figure 2.
8. POLICY ISSUES FACING THE SECTOR
The political, social, and economic conditions are changing rapidly. In order to cope
with these changes the framework of the sustainability concept has to be adaptive and
regularly revised in order to deal with these changes. Without an adaptive concept with
regular revisions, the existing Policy Frameworks, Forest Legislations, Criteria and
Indicator Systems, Certification Schemes and Institutional Frameworks will be counter-
productive from a sustainability point of view (Nilsson, 2001). Solberg and Rykowski
(2000) conclude that “policy issues are often complicated and considerable uncertainty
exists both regarding dose/response effects of policy means, goal specification, policy
adoption, policy implementation, and future trends influencing the forest sector. In
addition public and private objectives and preferences change over time and new
knowledge is obtained. It is therefore important to follow an adaptive approach”.
Thus, it is important to establish an efficient adaptive mechanism for updating the
content of the framework for sustainability.
9. TRANSITION COUNTRIES
So far, this presentation is rather general and by that rather boring. But trying to be
more specific about the current state of the sustainability framework in the transition
countries is a dangerous path to walk. I can only argue that I have detailed updated
knowledge about the situation in Russia and in some of the Baltic countries. Therefore,
I have to rely on presented aggregated information. But, to really understand the status
of the sustainability framework in the transition countries, detailed studies are required
(similar to what IIASA has done in Russia). My source of information on a general
statement on the status of the sustainability framework is the individual country reports
at the European Forestry Commission meeting in 2000 (European Forestry
1 The reports are available on the Internet: http://www.iiasa.ac.at/Research/FOR/.
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Commission, 2000) and a review presented by Solberg and Rykowski (2000). And, as
such, I am walking on very thin ice.
9.1 General Observations
Only about one third of the transition countries delivered national country reports to the
European Forestry Commission last year. A qualified guess would be that the
remaining transition countries have substantial work to do in order to come up with
solid frameworks for policies and sustainability.
It is rather hard to get a concrete picture from the existing reports on if and how the
developed frameworks are operating in the real world. This would require substantial
in-situ work. From the reports, I get the impression that emphasis is so far put on the
forest legislation and not the total picture according to Figure 2 with respect to the
framework.
Regarding the institutions, the reports mainly discuss the organization of the
institutions. As illustrated earlier in the text, the domain of institutions is much more
than just the organization and responsibility of the institutions in the forest sector. The
reports are missing the balancing of policies between forestry and other sectors of the
society. Many other sectors and developments in the society outside forestry are
influencing the development of the forest sector. There is not much mentioned in the
reports on the implementation of criteria and indicators. In a similar way, it can be
concluded that certification is in its infancy in the transition countries and some have
chosen to go for Mandatory Forest Certification, for example Russia (Strakhov and
Miettinen, 2001), which is not following the mainstream certification development.
9.2 Institutions or Institutional Framework
I have stated earlier in the paper that without an efficient institutional framework in a
broad sense there are limited possibilities to reach sustainable development of the forest
sector and sustainable forest management. However, as stated earlier, there are large
difficulties to judge the efficiency of changes in the institutional framework without
deep in-situ studies. From the many studies we have done on the institutional
framework in Russia, I have picked one to illustrate the problem (Mabel, 2000).
Despite nine years of sweeping reforms, meaning decentralization of the government’s
administrative and management responsibilities to the regions and the provincial state’s
broad legislation efforts to gain direct control over the territory’s forest wealth under its
jurisdiction, there is a diffuse system of power and multiple locations of state
institutional authority that govern access, use and control over forest resources. Mabel
(2000) concludes: “despite the legislated disempowerment of the local state, the old
institutions have largely persisted in their prior authority and continue to control the
relationships of access and exploitation at the point of interaction with the forest users.
What has emerged in practice, are multiple locations of authority manifested in multiple
processes of authorization, overlapping jurisdiction, a flexibility and negotiability of
terms at every level of decision making, and a labyrinth of relative power relationships
that govern the process of participation. The consequent tensions among institutions
12
has fostered an environment of political-economic instability in the forest sector”.
Vasenda (2001) has analyzed all our case studies on the institutional framework in
Russia in order to answer the question: “Based upon existing theory of institutional
change, what forms of change to the institutional framework must occur in order for the
forest sector (in transition countries) to become both economically viable and
developed in a sustainable manner?” She concludes that we lack a refined theory of
institutional change in the transition countries.
Carlsson et al. (2000) and Vasenda (2001) illustrate some of the institutional problems
in the Russian forest sector (see Table 1). Table 1 illustrates that the institutional
problems are present at all levels in the society affecting the forest sector.
Table 1: Examples on Institutional Problems of the Russian Forest Sector.
Constitutional Level:
Contradictions and inconsistencies in legislation,
Unspecified, unclear property rights,
Draconian tax code,
Political instability.
Collective-Choice Level:
Artificially low timber prices,
High interest rates (penalize forest enterprises that lack working capital to support
their activities during periods between production),
Increase in instances of barter,
Prevalence of corruption and criminalization,
Evolution toward a virtual economy,
Lack of investment in secondary wood industries.
Operational Level:
Increase in illegal harvesting,
Increased evidence of degradation and devastation of the forest,
High transaction costs,
Lack of funding for forest management operations,
Forest enterprises run at a loss,
Timber shortages.
Carlsson et al. (2000) convincingly show from our case studies in Russia that informal
constraints embodied in customs, traditions, and codes of conduct constrain the
development possibilities towards sustainability in the Russian forest sector and that an
“institutional deadlock” is at hand. There is also an apparent lack of trust in the society.
In Table 1, three layers of institutional problems (or three layers of rules of the
institutional arrangement) were identified and they have to be coordinated and, within
the public authorities (the visible hand) and the market (the invisible hand), operate in
harmony. This is not the case in Russia (Carlsson et al., 2000).
Kallas (2000) has studied the transition of the institutions within the forest sector in
Estonia. He confirms the impressive changes reported by the UN (2001) and in the
13
country national reports (European Forestry Commission, 2000). But he also presents a
somewhat different picture. Kallas (2000) states that the policy formulation process has
had its successes, such as approval of the National Forest Policy, reforms of the public
forestry organizations, and empowerment of the stakeholder role within the society.
However, forest policy implementation has brought only limited results in other
components of the policy and sustainability frameworks. He also points out that private
groups are already using methods other than participation in public dialogue for
achieving their desired goals. Kallas (2000) states: “having greeted the policy
formulation initiative with much enthusiasm, the stakeholders, not being able to
significantly influence the outcome, have not been supportive of the policy
implementation. Misuse of participation makes the policy formulation process a
pertinent example of how the violation of unwritten rules can trigger unwanted policy
actions”.
With the above discussion I have tried to illustrate that it is more or less impossible to
judge if the changes in the institutions presented in the national country reports
(European Forestry Commission, 2000) will lead to policy success or policy failure.
The issue is much more complex than described.
In Section 8, I underlined the need for an efficient mechanism for revising policies and
the policy framework. Kallas’ (2000) findings conclude that the institutional framework
in Estonia is certainly not allowing for the establishment of a self-enforcing policy
revision process.
The positive change of the institutional framework in Estonia (as discussed earlier there
are a number of success components) also illustrates that in order to introduce changes
and achieve results with respect to policies and the policy framework, the initiative for
the change must come from inside the organization whose operations are to be altered.
Also the “right” leaders for the change have to be found (Kallas, 2000). The same
finding is continually occurring in IIASA’s case studies in Russia. This is further
confirmed in the policy exercises we have carried out in some of our case study regions
in Russia (Olsson, 2001).
The important lesson is thus, that the required changes in the policy, sustainability, and
institutional frameworks can only be done in a meaningful way by the people in the
transition countries. Outside experts cannot do it. The latter can only help in identifying
problems in the existing frameworks. In addition, it can be concluded that the required
changes do not require huge financial resources but a substantial political will.
9.3 Policy Issues Facing the Forest Sectors
The forest sectors of the transition countries have faced many difficulties during the last
10 years. Some of them are:
• Collapse of the domestic market for forest products.
• Difficulties in establishing pricing systems that reflect the real value of the
forests and stimulate market development.
• Outdated institutions and legislations.
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• Conflicts between central and local governments.
• Corruption and illegal harvest and trade.
• Privatization of forest industries with insufficient reinvestments.
• Disappearing governmental budgets for forest management.
• Restitution of forest land to owners with short-term profit maximizing behavior.
• Undefined balance between private and public, etc. (Solberg and Rykowski,
2000).
In order to achieve a sustainable forest sector and sustainable forest management in the
transition countries it is crucial to achieve economically viable sectors. In order to do
this there is a need in the future to take into account all issues influencing the
competitive position of the forest sectors in the transition countries. This requires the
earlier mentioned self-enforcing policy revision process.
The UN (2001) document on forest policies and institutions identifies some of the
economic viability issues hampering sustainable forest management:
• Declining timber prices and forest profits;
• The environmental and social values are not valued at the market place;
• Forestry has a marginal role in the national economic planning;
• The transition process in the forest sector is determined by more general
transition related factors in the transition countries; and
• Lack of infrastructure, etc.
However, there are very strong links between the issue of the institutional framework
and the economic viability of the forest sectors. It can be described as a chicken and
egg problem and in many cases there are difficulties in identifying what is the chicken,
respectively the egg.
But there are also developments outside the forest sector in the transition countries
influencing the economic viability or the economic competitiveness of the forest sectors
in these countries. An example of these developments is the collapse of the domestic
market for forest products in the transition countries. During the transition, the
domestic markets for forest products have declined by a volume corresponding to some
80 million m3 of roundwood equivalents. In order to achieve economic viability in the
forest sectors, it is of high importance to introduce relevant policies to get domestic
consumption back on track. Another example is the increased supply from the Southern
hemisphere driven by increased wood supply from plantations (Nilsson and Gluck,
2000).
Hazley (2001) has studied the cluster of forest-based and related industries in the
Central and Eastern European countries (CEEC) (Bulgaria, the Czech Republic,
Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovakia and Slovenia). As
expected, there are not only huge wage differences between the CEECs and the EU 15
but also the productivity (value added per employee) is about three times higher in the
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EU 15 on average. The CEEC forest-based and related products export to the EU 15 (in
US $) has increased by about three times during the transition period and the EU 15
export of the same products to the CEEC’s has increased by about four times. The
CEEC’s share of the EU import is substantial in many products but with low value
added products and high market value products have low market shares. The CEEC’s
are strongly competitive due to low prices in sawnwood products, wood panels, low-
grade packaging papers, and furniture products.
Credit Lyonnais (2001) has recently released a study on the competitiveness of the
Russian pulp and paper industry. The analysis shows that Russia has a substantial cost
advantage for pulp and paper products to most markets due to currency depreciation,
low wage costs, low wood costs, low historic capital costs, low gas costs, and low
growth potential. But, at the same time, the Russian industry has to fight indigenous
cost inflation, endemic over-manning, high costs of imports of input materials, lack of
reinvestments, high oil/coal costs, Russian bureaucracy everywhere, lack of capital,
taxes, remote locations, lack of infrastructure, limited integration, local politics, and
labor problems. All of this hampers Russia to utilize its many advantages.
These two studies show that it is crucial for the transition countries to move towards
higher value added products and to get rid of the hindrances for utilizing their existing
cost advantages. This is necessary in order to reach economic viability― a prerequisite
for sustainable development and sustainable forest management.
Therefore, it is of importance for the transition countries to continuously analyze their
competitive position and the hindrances for utilizing existing cost advantages. These
analyses should be reflected and translated into revisions of the policy, sustainability,
and institutional frameworks. The revised policies should concentrate on eliminating
the hindrances for utilizing existing cost advantages.
Also, these illustrations show that huge potentials exist in improving the conditions in
transition countries by implementing efficient frameworks discussed in this paper.
This illustrates the need for transition countries to continuously do analyses on factors
in and outside the countries’ sectors affecting the economic viability of the forest
sectors. To make this possible the transition countries probably have to develop new
analysis frameworks in order to support the policy, sustainability, and institutional
frameworks in an efficient way.
10. CHALLENGES FOR THE TRANSITION COUNTRIES
Based on the discussion in this paper, I will summarize the challenges for the transition
countries to ensure sustainable forest management in the future:
• To establish a holistic framework, somewhat in line with Figure 2, as a
Sustainability Concept.
• To make major efforts in setting the objectives/targets for the future
development of the forest sector with respect to ecology, economy, and social
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aspects. These objectives should accordingly be implemented in the developed
Sustainability Concept.
• To introduce a mechanism to balance conflicting objectives between forestry
and the rest of the societal demands and within forestry.
• To use a variety of tools within the Sustainability Concept in order to reach
sustainable forest management.
• To harmonize the other components of the sustainable frameworks with the
intentions expressed in the policy framework.
• To develop an Institutional Framework that is in line with the rest of the
Sustainability Concept. Major efforts have to be allocated to this issue.
• To establish an adaptive self-enforcing policy revision process. And,
• To establish an analytical framework for analyses of policy issues to include in
the policy formulations.
But as illustrated in the presentation, the way to success on sustainable forestry is more
an issue of human behaviors than issues of trees and forests.
By moving in this direction the transition countries will have a great opportunity to
secure sustainable forest management.
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APPENDIX
Illustration of the Policy Framework based on Sweden as an example.
OVERALL SOCIETAL GOALS FOR THE FOREST SECTOR
The Sector shall contribute to:
• Economic Growth;
• Full Employment;
• Regional Balance;
• High Quality Nature and Environment; and
• Remain an Important Export Sector.
GOALS OF THE FOREST POLICY
ENVIRONMENTAL GOAL PRODUCTION GOAL
• The natural production capacity of
forest land shall be maintained.
• The biological diversity and genetic
variation of the forest shall be
secured.
• Species naturally belonging to
forests shall have habitats for
survival under natural conditions in
vigorous populations.
• Threatened species and nature
types shall be protected.
• The cultural aesthetic and social
values of the forests shall be
safeguarded.
• The forest and forest land shall be
utilized efficiently and very
responsibly for a favorable yield.
• The management of forest
production shall create degrees of
freedom with respect to utilizing the
yield.
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Detailed Sector Goals for Sustainable Forestry
• Forests are a renewable resource. The forests should be managed so that they sustainably
produce multiple values.
• In the management of the forests the possibilities for multiple use should be secured.
• Forest management shall be practiced in a manner that reindeer pasture is not hindered
from access to forest land.
• Forest management shall be practiced in the whole country.
• Wood production should be dominated by coniferous species, but with a higher extent
(volume) of deciduous species in the future.
• Forest management should result in wood production that makes a higher sustainable
harvest level possible in the future compared with the current harvest level (to be quantified).
• The area of valuable and other deciduous species, as well as volumes, should be larger
compared to the current situation.
• Forest management measures should be adjusted to site conditions and the natural and
cultural values of a specific forest.
• The reforestations should have a density, quality and species distribution, which sequester
the potential productivity of the forest soil and generate the conditions for high quality
production. Seeds and seedlings of suitable origin. Natural as well as genetically improved
material to be used.
• The young forests should have a species distribution, density, and quality that they efficiently
utilize the soil productivity and generate a solid economic growth.
• Pre-commercial and commercial thinnings should be carried out at the right time, in the right
manner and to a satisfactory extent.
• Forests in thinning ages should, for the soil conditions, have suitable species distribution and
density.
• Damage on growing forests by insects, game and fungi should be limited.
• Forest management measures should be carried out in such a manner that negative impacts
on the hydrology of the forest soils are minimized.
• The forest road network should be designed so that forest transportations can be carried out
efficiently but at the same time, has limited negative impacts on the environments of nature
and culture.
• The wood value should be taken care of and wood losses minimized.
• The utilization of the forests should be managed so that the natural production capacity is
maintained, leakage of nutrients should be limited, and harvest of biomass should not harm
environmental values.
• General nature and culture considerations should be made to a satisfactory extent.
• The forests should be managed from a forestry, historical, cultural, and ecological
perspective. The ecological capacity of the forest ecosystems should be maintained or
improved.
• Forest management in sensitive nature environments shall be carried out so that
environmental values are maintained or improved.
• The extent of the forest land set aside as undisturbed protected areas for environmental
reasons or are managed to protect and improve environmental values should be larger than
today.
• Valuable cultural environments should be maintained and made visible.
• Forestry should contribute to human needs of high quality of the adjoining environment,
recreation, and rich inspirations in forests and nature. The aesthetic values should be
maintained.
